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INSURANCE AMENDMENTS

2011 SECOND SPECIAL SESSION
STATE OF UTAH

LONG TITLE
General Description:
This bill amends the provisions related to health benefit plans in the Insurance Code.
Highlighted Provisions:
This bill:
» amends the case characteristics a small employer carrier may use when establishing
health insurance premium rates for a small employer group;
» amends the calculation of premium cost for family coverage in the small employer
group market by:
o allowing a carrier to use either four, five, or six rate tiers based on family size
for plans offered outside of the Health Insurance Exchange; and
e limiting a carrier to four rate tiers based on family size for plans offered in the
defined contribution market on the Health Insurance Exchange;
» authorizes the Insurance Department actuary to allow different rating practices
related to family tiering in and out of the Health Insurance Exchange;
» amends provisions that require notice to a small employer group of the risk factor
used to calculate a group's health insurance premium; and
» makes technical amendments.
Money Appropriated in this Bill:
This bill appropriates:
»  $35,000 from the General Fund, One-time, for fiscal year 2011-12 only, to the
Insurance Department - Risk Adjuster.
Other Special Clauses:
This bill provides an immediate effective date.
Utah Code Sections Affected:
AMENDS:
31A-30-106.1, as last amended by Laws of Utah 2011, Chapters 284 and 400
31A-30-115, as enacted by Laws of Utah 2011, Chapter 400
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31A-30-202.5, as enacted by Laws of Utah 2010, Chapter 68
31A-30-207, as last amended by Laws of Utah 2011, Chapter 400
31A-30-211, as enacted by Laws of Utah 2011, Chapter 400

Be it enacted by the Legislature of the state of Utah:

Section 1. Section 31A-30-106.1 is amended to read:

31A-30-106.1. Small employer premiums -- Rating restrictions -- Disclosure.

(1) Premium rates for small employer health benefit plans under this chapter are
subject to this section [forahealth-benefit plan-that-tstssued-orrenewed; onorafter Julty +;
201.

(2) (a) The index rate for a rating period for any class of business may not exceed the
index rate for any other class of business by more than 20%.

(b) For a class of business, the premium rates charged during a rating period to covered
insureds with similar case characteristics for the same or similar coverage, or the rates that
could be charged to an employer group under the rating system for that class of business, may
not vary from the index rate by more than 30% of the index rate, except when catastrophic
mental health coverage is selected as provided in Subsection 31A-22-625(2)(d).

(3) The percentage increase in the premium rate charged to a covered insured for a new
rating period, adjusted pro rata for rating periods less than a year, may not exceed the sum of
the following:

(a) the percentage change in the new business premium rate measured from the first
day of the prior rating period to the first day of the new rating period;

(b) any adjustment, not to exceed 15% annually and adjusted pro rata for rating periods
of less than one year, due to the claim experience, health status, or duration of coverage of the
covered individuals as determined from the small employer carrier's rate manual for the class of
business, except when catastrophic mental health coverage is selected as provided in
Subsection 31A-22-625(2)(d); and

(c) any adjustment due to change in coverage or change in the case characteristics of
the covered insured as determined for the class of business from the small employer carrier's
rate manual.

(4) (a) Adjustments in rates for claims experience, health status, and duration from

_0-
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issue may not be charged to individual employees or dependents.

(b) Rating adjustments and factors, including case characteristics, shall be applied
uniformly and consistently to the rates charged for all employees and dependents of the small
employer.

(c) Rating factors shall produce premiums for identical groups that:

(1) differ only by the amounts attributable to plan design; and

(i1) do not reflect differences due to the nature of the groups assumed to select
particular health benefit products.

(d) A small employer carrier shall treat all health benefit plans issued or renewed in the
same calendar month as having the same rating period.

(5) A health benefit plan that uses a restricted network provision may not be considered
similar coverage to a health benefit plan that does not use a restricted network provision,
provided that use of the restricted network provision results in substantial difference in claims
costs.

(6) The small employer carrier may not use case characteristics other than the
following:

(a) age of the employee, [asdetermined-=

accordance with Subsection (7):

(b) geographic area:

(c) family composition in accordance with Subsection (8); and

(d) for plans renewed or effective on or after July 1. 2011, gender of the employee and

spouse.
(7) Age shall be determined at the beginning of the plan year, limited to:
[(D] (a) the following age bands:
[&] (1) less than 20;
[(B)] (1) 20-24;
[€E)] (ii)) 25-29;
[(B)] (iv) 30-34;
()] (1) 35-39;
[(F)] (vi) 40-44;
[€6)] (vii) 45-49;
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95 (D] (viii) 50-54;
96 (D] (ix) 55-59;
97 [B] x) 60-64; and
98 [(9] (x1) 65 and above; and
99 [ti)] (b) a standard slope ratio range for each age band, applied to each family
100  composition tier rating structure under Subsection [t6)c)] (9)(b):
101 [(A)] (1) as developed by the commissioner by administrative rule; and
102 [(B)] (i) not to exceed an overall ratio [of5:+;and] as provided in Subsection (8).
103 (8) (a) The overall ratio permitted in Subsection (7)(b)(ii) may not exceed:
104 (1) 5:1 for plans renewed or effective before January 1, 2012; and
105 (i1) 6:1 for plans renewed or effective on or after January 1, 2012; and
106 [€E€)] (b) the age slope ratios for each age band may not overlap[3].
107 [tb)—geographicarca;]
108 [fey—famtty] (9) Except as provided in Subsection 31A-30-207(2), family
109  composition[;] is limited to:
110 [(D] (a) an overall ratio of [5+tortess;and]:
111 [ti)—afour]
112 (1) 5:1 or less for plans renewed or effective before January 1, 2012; and
113 (i1) 6:1 or less for plans renewed or effective on or after January 1, 2012; and
114 (b) a tier rating structure that includes:
115 (1) four tiers that include:
116 (A) employee only;
117 (B) employee plus spouse;
118 (C) employee plus a [dependentordependents] child or children; and
119 (D) a family, consisting of an employee plus spouse, and a [dependentordependents]
120  child or children; [and]
121 [(D—genderoftheemployeeorspouse:]
122 (i1) for plans renewed or effective on or after January 1., 2012, five tiers that include:
123 (A) employee only:;
124 (B) employee plus spouse;
125 (C) employee plus one child:;
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(D) employee plus two or more children: and

(E) emplovee plus spouse plus one or more children; or

(ii1) for plans renewed or effective on or after January 1., 2012, six tiers that include:

(A) employee only:

(B) employee plus spouse;

(C) _emplovee plus one child:

(D) employee plus two or more children:

(E) emplovee plus spouse plus one child; and

(F)_employee plus spouse plus two or more children.

[€H] (10) If a health benefit plan is a health benefit plan into which the small employer
carrier is no longer enrolling new covered insureds, the small employer carrier shall use the
percentage change in the base premium rate, provided that the change does not exceed, on a
percentage basis, the change in the new business premium rate for the most similar health
benefit product into which the small employer carrier is actively enrolling new covered
insureds.

[€8)] (11) (a) A covered carrier may not transfer a covered insured involuntarily into or
out of a class of business.

(b) A covered carrier may not offer to transfer a covered insured into or out of a class
of business unless the offer is made to transfer all covered insureds in the class of business
without regard to:

(1) case characteristics;

(i1) claim experience;

(ii1) health status; or

(iv) duration of coverage since issue.

[€9] (12) (a) Each small employer carrier shall maintain at the small employer carrier's
principal place of business a complete and detailed description of its rating practices and
renewal underwriting practices, including information and documentation that demonstrate that
the small employer carrier's rating methods and practices are:

(1) based upon commonly accepted actuarial assumptions; and

(i1) in accordance with sound actuarial principles.

(b) (i) Each small employer carrier shall file with the commissioner on or before April

-5-
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157 1 of each year, in a form and manner and containing information as prescribed by the

158  commissioner, an actuarial certification certifying that:

159 (A) the small employer carrier is in compliance with this chapter; and
160 (B) the rating methods of the small employer carrier are actuarially sound.
161 (i) A copy of the certification required by Subsection [(9)] (12)(b)(i) shall be retained

162 by the small employer carrier at the small employer carrier's principal place of business.

163 (c) A small employer carrier shall make the information and documentation described
164  in this Subsection [(9)] (12) available to the commissioner upon request.

165 [(19)] (13) (a) The commissioner shall[;byJFuty1+;2616;] establish rules in accordance
166  with Title 63G, Chapter 3, Utah Administrative Rulemaking Act, to:

167 (i) implement this chapter; and

168 (i1) assure that rating practices used by small employer carriers under this section and
169  carriers for individual plans under Section 31A-30-106[;reffectonFantary 152611;] are

170  consistent with the purposes of this chapter.

171 (b) The rules may:

172 (1) assure that differences in rates charged for health benefit plans by carriers are

173  reasonable and reflect objective differences in plan design, not including differences due to the
174  nature of the groups or individuals assumed to select particular health benefit plans; and

175 (i1) prescribe the manner in which case characteristics may be used by small employer
176  and individual carriers.

177 [(1D] (14) Records submitted to the commissioner under this section shall be

178  maintained by the commissioner as protected records under Title 63G, Chapter 2, Government

179  Records Access and Management Act.

180 Section 2. Section 31A-30-115 is amended to read:
181 31A-30-115. Actuarial review of health benefit plans.
182 (1) (a) The department shall conduct an actuarial review of rates submitted by small

183  employer carriers:
184 (1) prior to the publication of the premium rates on the Health Insurance Exchange;

185 (i1) except as permitted by Subsection 31A-30-207(2), to determine if the [ratesare]

186  carrier is using the same rating and underwriting practices in both the defined contribution

187  arrangement market in the Health Insurance Exchange and the defined benefit market offered

-6-
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188  outside the Health Insurance Exchange, in compliance with Subsection 31A-30-202.5(1)(b);
189 (i11) to verify the validity of the rates, underwriting and risk factors, and premiums of
190  plans both in and outside of the Health Insurance Exchange;

191 (iv) to verify that insurers are pricing similar health benefit plans and groups the same

192  in and out of the exchange; and

193 (v) as the department determines is necessary to oversee market conduct.

194 (b) The actuarial review by the department shall be funded from a fee:

195 (1) established by the department in accordance with Section 63J-1-504; and
196 (i1) paid by all small employer carriers participating in the defined contribution

197  arrangement market and small employer carriers offering health benefit plans under [Chapter
198  36;] Part 1, Individual and Small Employer Group.

199 (c) The department shall:

200 (1) report aggregate data from the actuarial review to the risk adjuster board created in
201  Section 31A-42-201; and

202 (i1) contact carriers, if the department determines it is appropriate, to:

203 (A) inform a carrier of the department's findings regarding the rates of a particular

204  carrier; and

205 (B) request a carrier to recalculate or verify base rates, rating factors, and premiums.
206 (d) A carrier shall comply with the department's request under Subsection (1)(c)(ii).
207 (2) (a) There is created in the General Fund a restricted account known as the "Health

208 Insurance Actuarial Review Restricted Account."

209 (b) The Health Insurance Actuarial Review Restricted Account shall consist of money
210  received by the commissioner under this section.

211 (c¢) The commissioner shall administer the Health Insurance Actuarial Review

212 Restricted Account. Subject to appropriations by the Legislature, the commissioner shall use
213 money deposited into the Health Insurance Actuarial Review Restricted Account to pay for the

214  actuarial review conducted by the department under this section.

215 Section 3. Section 31A-30-202.5 is amended to read:
216 31A-30-202.5. Insurer participation in defined contribution arrangement market.
217 (1) A small employer carrier who chooses to participate in the defined contribution

218  arrangement market:
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219 (a) shall offer the defined contribution arrangement health benefit plans required by
220  Section 31A-30-205;

221 (b) may:

222 (1) offer additional defined contribution arrangement health benefit plans in the Health

223 Insurance Exchange as permitted by Section 31A-30-205;

224 (i1) offer a defined benefit plan in the Health Insurance Exchange if the small employer
225  carrier offers a defined contribution arrangement health benefit plan that is actuarially

226  equivalent to the defined benefit plan that is offered in the Health Insurance Exchange; and
227 (ii1) continue to offer defined benefit plans outside of the Health Insurance Exchange

228  and the defined contribution arrangement market, if, except as provided in Subsection

229  31A-30-207(2), the carrier uses the same rating and underwriting practices in both the defined

230  contribution arrangement market in the Health Insurance Exchange and the defined benefit
231  market outside the Health Insurance Exchange.

232 (2) A carrier that does not elect to participate in the defined contribution arrangement
233 market by January 1, 2011, may not participate in the defined contribution arrangement market
234 in the Health Insurance Exchange until January 1, 2013.

235 Section 4. Section 31A-30-207 is amended to read:

236 31A-30-207. Rating and underwriting restrictions for health plans in the defined
237  contribution arrangement market.

238 (1) [The] Except as provided in Subsection (2), rating and underwriting restrictions for

239  [defnedbenefitplansandfor-the] defined contribution arrangement health benefit plans

240  offered in the Health Insurance Exchange [defimedcontributromrarrangementmarket| shall be in
241  accordance with Section 31A-30-106.1, and the plan adopted under Chapter 42, Defined

242 Contribution Risk Adjuster Act.
243 (2) Notwithstanding the provisions of Subsections 31A-30-106.1(9)(b)(ii) and (iii), a

244  carrier offering a defined contribution arrangement in the Health Insurance Exchange under

245  this part:

246 (a) shall calculate rates based on a family tier rating structure that includes four tiers in

247  compliance with Subsection 31A-30-106.1(9)(b)(1); and

248 (b) may not calculate rates based on a family tier rating structure that includes five or

249  six tiers as described in Subsections 31A-30-106(9)(b)(ii) or (iii).

-8-
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250 [t2)] (3) All insurers who participate in the defined contribution market shall:
251 (a) participate in the risk adjuster mechanism developed under Chapter 42, Defined
252 Contribution Risk Adjuster Act for all defined contribution arrangement health benefit plans;

253 (b) provide the risk adjuster board with:

254 (i) an employer group's risk factor; and

255 (i1) carrier enrollment data; and

256 (c) submit rates to the exchange that are net of commissions.

257 [3)] (4) When an employer group enters the defined contribution arrangement market
258 tbutt

259 and the employer group has a health plan with an insurer who is participating in the defined
260  contribution arrangement market, the risk factor applied to the employer group when it enters
261  the defined contribution arrangement market may not be greater than the employer group's
262  renewal risk factor for the same group of covered employees and the same effective date, as

263  determined by the employer group's insurer.

264 Section 5. Section 31A-30-211 is amended to read:
265 31A-30-211. Insurer disclosure.
266 (1) The Health Insurance Exchange shall provide an [employerand-an] employer's

267  producer with the group's risk factor used to calculate the employer group's premium at the

268  time of:

269 (a) the initial offering of a health benefit plan; and

270 (b) the renewal of a health benefit plan.

271 (2) For health benefit plans that renew on or after March 1, 2012:
7 . ..

273  Emptoyer-Group;] shall provide an employer and the employer's producer with premium

274  renewal rates at least 60 days prior to the group's renewal date for a plan offered under Part 1,

275 Individual and Small Employer Group; and
276 (b) the Health Insurance Exchange shall provide [anremployer-whotspartictpatmgm
277 c-defined-contributiomrarrangeme arket-of the Hea

278  employer and the employer's producer with premium renewal rates at least 60 days prior to [a]

279  the group's renewal date for a plan offered under Part 2, Defined Contribution Arrangements.

280 Section 6. Appropriation.



2011S2-0006/008 07-15-11 DRAFT

281 Under the terms and conditions of Utah Code Title 63J Chapter 1, the following sums

282  of money are appropriated one-time only from the funds or fund accounts indicated for the use

283  and support of the government of the state of Utah for the fiscal year beginning July 1, 2011
284  and ending June 30, 2012.

285 To the Insurance Department - Risk Adjuster

286 From General Fund, One-time $35,000
287 Schedule of Programs:

288 Risk Adjuster $35,000

289 Section 7. Effective date.

290 If approved by two-thirds of all the members elected to each house, this bill takes effect

291  upon approval by the governor, or the day following the constitutional time limit of Utah
292  Constitution Article VII, Section 8, without the governor's signature, or in the case of a veto,

293  the date of veto override.
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